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OIL,  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  (this  "Leased  made  this  1H  day  of  ._WflUa/U  .  2008,  between  Audrey  Hale-Dorethy,  as  Lessor 
(whether  one  or  more),  whose  address  is:  6405  Avanti  Dr..  Arlington.  TX  76001,  and-£arrizo  Oil  and  Gas,  Inc.,  whose  address  is  1000 
Louisiana,  Suite  1 500,  Houston,  Texas,  77002,  called  Lessee,  does  witness  that: 

All  printed  portions  of  this  lease  were  prepared  by  the  party  hereinabove  named  as  Lessee,  but  al!  other  provisions  (includigi  the  completion  of  blank  spaces)  were  prepared  jointly  by 
Lessor  and  Lessee. 

1.  In  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenants  herein  contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the 
following  described  land,  hereinafter  called  leased  premises: 

LOT  1  BLOCK  1 5  SEVILLE  HILLS  ADDITION,  AN  ADDITION  TO  THE  CITY  OF  ARLINGTON,  TARRANT  COUNTY,  TEXAS, 
ACCORDING  TO  THE  PLAT  RECORDED  IN  VOLUME  388-179,  PAGE  41,  PLAT  RECORDS,  TARRANT  COUNTY,  TEXAS. 

in  the  county  of  Tarrant  State  of  Texas,  containing  0.157176  gross  acres,  more  or  less  (including  any  interests  therein  which  Lessor  may  hereafter  acquire  by 
reversion  prescription  or  otherwise),  for  the  purpose  of  exploring  for.  developing,  producing  and  marketing  oil  and  gas,  along  with  all  hydrocarbon  and  non-^drrjcarbon 
substances  produced  in  association  therewith  (including  geophysical/seismic  operations).  The  term  "gas"  as  used  herein  includes  helium,  carbon  dioxide  and  o  her 
commercial  gases  as  well  as  hydrocarbon  gases.  In  addition  to  the  above-described  leased  premises,  this  lease  also  covers  accretions  and  any  small  stnps  or  parcels  of 
land  now  or  hereafter  owned  by  Lessor  which  are  contiguous  or  adjacent  to  the  above-described  leased  premises,  and,  In  consideration  of  the  aforementioned  cash  bonus, 
Lessor  aqrees  to  execute  at  Lessee's  request  any  additional  or  supplemental  instruments  for  a  more  complete  or  accurate  description  of  the  land  so  covered.  For  the 
purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct,  whether  actually  more  or  less. 

2  This  lease  which  is  a  "paid-up"  lease  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  3  yeai*S  from  the  date  hereof,  and  for  as  long 
thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  lease  is 
otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof.  „™(„j  „ 

3.  Royalties  on  oil.  gas  and  othersubstanresproducedandsavedhereundershallbe  paid  by  Lessee  to  Lessoras  follows:  (a)  For  od  and  other  liquid  Irydrocarbons  separated  at 

Lessee's  separator  facilities,  the  royalty  shall  be  25%  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's  credit  at  the  oil  purchaser's 
transportation  facilities,  provided  that  Lessee  shall  have  the  con  tinning  right  to  purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  die  same  field  (or  if  there  is  no  such 
price  then  prevailingin  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similargrade  and  gravity;  (b)  for  gas  (inctudmgcasinghead  gas) 
and  all  other  substances  covered  hereby,  the  royalty  shall  be  25%  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  less  a  proportionate  part  of  ad  valorem  taxes  and  production, 
severance  or  oilier  excise  taxes  and  the  costs  incuired  by  Lessee  in  delivering,  processing  or  otherwise  marketing  such  gas  or  other  substances,  provided  that  Lessee  shall  have  he 
continuingright  to  purchase  such  production  at  the  pre  vailing  wellhead  market  price  paid  for  production  of  similar  quality  m  the  same  field  (or  if  there  is  no  such  price  then  prevailing  n  the 
same  field  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  da  e  on 
which  Lessee  commences  its  purchases  hereunder,  and  (c)  if  al  the  end  of  the  primary  tenn  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or  lands  pooled  therewUh  are 
capable  of  prodding  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but  such  well  or  wells  are  either  shut-.n  or  pnxluctton  therefrom  is  not  being  sold  by  Lessee  such 
well  or  wells  shall  nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining!!,^  lease.  If  for  a  period  of  90  consecutive  days  such  well  or  wells  are  shut-.n 
or  productiontherefromisnotbeingsoldby  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  one  dollar  per  acre  '^overedbytluslease,^ 
credit  in  the  depository  designated  below,on  or  before  theendofsaid9D-day  period  andthereafter  on  or  before  each 

slml-m  or  production  tLrefromi^^^^ 

or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  penod  next  following  caution  of  such  operates  or  production. 
Lessee's  failure  to  properly  pay  shut-in  royalty  shall  render  Lessee  liable  for  the  amount  due,  but  shall  not  operate  to  terminate  this  lease. 

4  All  shut-in  royalty  payments  under  this  lease  shall  be  paid  or  tendered  to  Lessor  or  its  successors,  which  shall  be  Lessor's  depository  agent  for  receiving 

payments  regardless  of  changes  In  the  ownership  of  said  land.  All  payments  or  tenders  may  be  made  in  currency,  or  by  check  or  by  draft  and  such  payments  or  tenders  to 

Er  or  to  the  depository  by  deposit  in  the  US  Mails  in  a  stamped  envelope  addressed  to  the  depository  or  to  the  Ussor  at  the  last  address  know to ; Lesse e  shal 

constitute  proper  payment  If  the  depository  should  liquidate  or  be  succeeded  by  another  institution,  or  for  any  reason  fail  or  refuse  to  accept  payment  hereunder,  Lessor 

shall  at  Lessee's  request  deliver  to  Lessee  a  proper  recordable  instrument  naming  another  Institution  as  depository  agent  to  receive  payments 
shall,  at  Lessees^request,^ 

if  all  production  (whether  or  not  in  paying  quantities)  permanently  ceasesfromany  cause,  including  a  revision  of  unit  bounda^ 

or  the  action  of  any  governmental  authority,  then  in  the  event  this  lease  Is  not  otherwise  being  maintained  in  force  it  shall  nevertheless  remain  in  force  If  Lessee 
commences  operations  for  reworking  an  existing  well  or  for  drilling  an  additional  well  or  for  otherwise  obtaining  or  restoring  product ,  on  the  leased premises  or  tends 

pooledtherewUhwithinQDdaysafter^  lfa,thete  ndrf?K^2£ 

auny  time  thereafter,  this  lease  is  not  otherwise  being  maintained  in  force  but  Lessee  is  then  engaged 

to     a  n  or  restore  production  therefrom,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more  of  such  operations  are  prosecuted  with  no  cessation  of  more  than  90 

quantities  from  the  leased  premises  or  lands  pooled  therewith.  After  completion  of  a  well  capable  of  producing  m  paying  quantit.es  hereunder  Lessee  shall  dn  1 1  such 
addS  onal  wells  on  the  leased  premises  or  lands  p 

teased  premises  as  to  formations  then  capable  of  producing  in  paying  quantities  on  the  teased  premises  or  lands  pooled  therewith,  or  (b)  to  protect  the  leased  premises 
fremuncom^  Thereshallbenocovenanttodrillexploratorywellsoranyadditionalwells 

except  as  expressly^^ 

oralldepthsorzones.andastoanyorall  substances  covered  by  this  lease,  either  before  or  after  the  commencement  of 
o  proper  todoso  Inorderto  prudehtly  develop  or  operate  the  leased  premises,  whether  or  not  similar  poling  au^ 
The  unit  formed  by  such  pooling  for  an  oil  well  which  is  not  a  horizontal  completion  shall  not  exceed  80  acres  plus  a  max^ 
welfoS 

w  horizontal  completion  to  conform  to  any  well  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any  governmental  authority  having  jurisdiction  to  do  so 
ForSurpose  of  the  foregoing,  the  terms  "oil  well"  and  "gas  weir  shall  have  the  meanings  prescribed  by  applicable  law  or  the  appropnate  9°«*a'*^ 
nodefinSis  s prescribed,  "oil  well"  means  a  well  with  an  initial  gas-oil  ^ 

SiooflOOOOOcubicfeetormoreperbarrel,  based  on24-hour  production  te^t  conducted  under  normal  produang  conditions  using  standard  lease  separator  fac^ 
equ^valenuesting  equipment  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  the  gross  completion  interval  m  facta  or 
equ  to  en  e  Sg  equipment  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  the  gross  complete  interval  In  Eh re  ervoir 
ISs  thJvertLl  component  thereof.  In  exercising  its  pooling  rights  hereunder.  Lessee  shall  file  of  record  a  ^^SSS^^^SSS^ 
effective  date  of  pooling.  Production,  drilling  or  reworking  operations  anywhere  on  a  unit  which  mcludes  all  or  any  part  of  the  leased premise s  shall  be  treated lea  were 
product,  drilling  or  reworking  operations  on  the  leased  premises,  except  that  the  preduc^on  on  which  Lessor's  royalty  .scal^ 
Stp^ 

production  is  sold  by  Lessee.  Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  pooling  rights  hereunder,  and  Lessee  shal  have  the  recurring  nght  bu  not  the 
Sto  Sny  unit  formed  hereunder  by  expansion  or  contraction  or  both,  either  before  or  after  commencement  of  production,  in  order  to  conform  ^ toe wej 
spac?n^ 

governmental  authority.  In .making  such  a  revision.  Lessee  shall  file  of  record  a  written  declaration  describing  the  revised  U^and^th.e^"^f^"-J! 
The  Sent  any  portion  of  the  leased  premises  is  included  In  or  excluded  from  the  unit  by  virtue  of  such  revision,  the  proportion  of  unit  production  on  wh  ch  royal  le are 
WD^e^rSerlhall  thereafter  be  adjusted  accordingly.  In  the  absence  of  production  in  paying  quantities  from  a  unit  or  upon  Pe™^ 
may  terminate  the  unit  by  filing  of  record  a  written  declaration  describing  the  unit  and  stating  the  date  of  termination.  Pooling  hereunder  shall  not  constttute  a  cross- 

^^^^ssSowns  less  than  the  full  mineral  estate  inallorany  part  of  the^ 

any  part  of  the  leased  premises  or  lands  pooled  therewith  shall  be  reduced  to  the  proportion  that  Lessors  interest  in  such  part  of  the  leased  premises  bears  to  the  full 
mineral  estate  in  su^part^ 

and  the  rights  and  obligations  of  the  parties  hereunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators  successors  and  assigns  No  change  in 
lesso* i  cCmhip  shall  have  the  effect  of  reducing  the  rights  or  enlarging  the  obligations  of  Lessee  hereunder,  and  n°  *han^n^ 

until  60  days  after  Lessee  has  been  furnished  the  original  or  certified  or  duly  authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to ^the 

sXactio of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Levee's  usual  form  of  div,^ 

enS 

at  any  t  me  two  or  more  persons  are  entitled  to  shut-in  royalties  hereunder,  Lessee  may  pay  or  tender  such  shut-in  royalties  to  such  persons  or  to  their  credit  in  the 


oepository,  either  jointly  or  separately  in  proportion  to  the  interest  which  each  owns.  If  Lessee  transfers  its  interest  hereunder  in  whole  or  in  part  Lessee  shall  be  relieved  of 
all  obligations  thereafter  arising  with  respect  to  the  transferred  interest,  and  failure  of  the  transferee  to  satisfy  such  obligations  with  respect  to  the  transferred  interest  shall 
'not  affect  the  rights  of  Lessee  with  respect  to  any  interest  not  so  transferred,  ir  Lessee  transfers  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  this 
lease,  the  obligation  to  pay  or  tender  shut-in  royalties  hereunder  shall  be  divided  between  Lessee  and  the  transferee  in  proportion  to  the  net  acreage  interest  in  this  lease 
then  held  by  each. 

9.  Lessee  may,  at  any  time  and  from  time  to  time,  deliver  to  Lessor  or  file  of  record  a  written  release  of  this  lease  as  to  a  full  or  undivided  interest  In  all  or  any 
portion  of  the  area  covered  by  this  lease  or  any  depths  or  zones  thereunder,  and  shall  thereupon  be  relieved  of  all  obligations  thereafter  arising  with  respect  to  the  interest 
so  released.  If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  the  area  covered  hereby,  Lessee's  obligation  to  pay  or  tender  shut-In  royalties  shall  be 
proportionately  reduced  in  accordance  with  the  net  acreage  interest  retained  hereunder. 

10.  Lessor  hereby  agrees  that,  in  the  event  Lessee  deems  it  necessary  to  seek  a  variance,  waiver  or  other  relief  from  any  laws,  oiles,  regulations,  or 
orders  (which  for  purposes  of  this  paragraph  shall  Include  any  ordinance)  or  other  such  authority  exercised  by  (i.)  the  City  of  Arlington,  including  but  not  limitedto  the 
well  setback  distance  for  gas  drilling  and  production,  or  (ii.)  by  any  other  governmental  entity  or  authority  having  jurisdiction,  then  Lessor  shall  engage  in  reasonable 
acts  and  execute  and  deliver  such  instruments  and  documents  Lessee  deems  necessary  or  convenient  in  seeking  such  relief.  In  the  event  Lessee  is  required  by 
such  authority  to  acquire  Lessor's  consent  as  a  prerequisite  to  obtain  such  variance,  waiver  or  other  relief,  Lessor  grants  to  Lessee  and  agrees  that  Lessee's 
leasehold  estate  acquired  hereunder  includes  the  right  to  utilize  this  lease  as  Lessor's  consent  and  ratification  of  any  subsequent  variance,  waiver  or  other  relief 
Lessee  seeks,  without  the  necessity  of  Lessee  obtaining  any  additional  or  subsequent  consent/s  from  Lessor.  Lessor  furthermore  agrees  not  to  execute  documents 
or  instruments  or  engage  in  acts  that  would  diminish  or  adversely  affect  the  relief  Lessee  is  seeking. 

1 1 .  Lessee's  obligations  under  this  lease,  whether  express  or  Implied,  shall  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any  governmental 
authority  having  jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  and  the  price  of  oil,  gas,  and  other  substances  covered  hereby.  When  drilling, 
reworking,  production  or  other  operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessary  permits,  equipment, 
services,  material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  sabotage,  rebellion,  insurrection,  riot,  strike  or  labor 
disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or  failure  of  purchasers  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause  not 
reasonably  within  Lessee's  control,  this  lease  shall  not  terminate  because  of  such  prevention  or  delay,  and  at  Lessee's  option,  the  period  of  such  prevention  or  delay  shall 
be  added  to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  any  express  or  Implied  covenants  of  this  lease  when  drilling,  production  or  other  operations  are  so 
prevented,  delayed  or  interrupted. 

12.  In  the  event  that  Lessor,  during  the  primary  term  of  this  lease,  receives  a  bona  fide  offer  which  Lessor  is  willing  to  accept  from  any  party  offering  to 
purchase  from  Lessor  a  lease  covering  any  or  all  of  the  substances  covered  by  this  lease  and  covering  all  or  a  portion  of  the  land  described  herein,  with  the  lease 
becoming  effective  upon  expiration  of  this  lease,  Lessor  hereby  agrees  to  notify  Lessee  In  writing  of  said  offer  immediately,  including  in  the  notice  the  name  and  address  of 
the  offeror,  the  price  offered  and  all  other  pertinent  terms  and  conditions  of  the  offer.  Lessee,  for  a  period  of  fifteen  days  after  receipt  of  the  notice,  shall  have  the  priorand 
preferred  right  and  option  to  purchase  the  lease  or  part  thereof  or  interest  therein,  covered  by  the  offer  at  the  price  and  according  to  the  terms  and  conditions  specified  in 
the  offer. 

13.  No  litigation  shall  be  initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least  90  days  after  Lessor  has  given 
Lessee  written  notice  fully  describing  the  breach  or  default,  and  then  only  If  Lessee  fails  to  remedy  the  breach  or  default,  within  such  period.  In  the  event  the  matter  is 
litigated  and  there  is  a  final  judicial  determination  that  a  breach  or  default  has  occurred,  this  lease  shall  not  be  forfeited  or  canceled  in  whole  or  in  part  unless  Lessee  is 
given  a  reasonable  time  after  said  judicial  determination  to  remedy  the  breach  or  default  and  Lessee  Tails  to  do  so. 

14.  Lessee  shall  not  conduct  any  surface  operations  upon  any  part  of  the  surface  of  the  lease  premises.  Lessee  shall  however  have  a  sub-surface  easement 
to  horizontally  drill  under  the  surface  of  the  lease  premises,  Notwithstanding  anything  contained  herein  to  the  contrary,  Lessee  shall  have  the  right  to  conduct  seismic 
operations,  but  only  by  virtue  of  the  vibroseis-method.  Lessee  shall  employ  such  measures  as  will  reduce  the  impact  upon,  improvements,  vegetation  and  game  habitat  on 
the  lease  premises.  Lessee  shall  pay  for  all  damages  related  to  seismic  operations.  Other  than  seismic  operations,  by  execution  of  this  Lease,  Lessee  does  not  otherwise 
obtain  the  right  to  conduct  exploration,  excavation  or  drilling  operations  from  or  upon  the  surface  of  any  portion  of  the  lease  premises. 

1 5.  Lessor  hereby  warrants  and  agrees  to  defend  title  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and  discharge  any 
taxes,  mortgages  or  liens  existing,  levied  or  assessed  on  or  against  the  leased  premises,  If  Lessee  exercises  such  option,  Lessee  shall  be  subrogated  to  the  rights  of  the 
party  to  whom  payment  is  made,  and,  in  addition  to  its  other  rights,  may  reimburse  itself  out  of  any  royalties  or  shut-n  royalties  otherwise  payable  to  Lessor  hereunder,  In 
the  event  Lessee  is  made  aware  of  any  claim  inconsistent  with  Lessor's  title,  Lessee  may  suspend  the  payment  of  royalties  and  shut-in  royalties  hereunder,  without 
interest,  until  Lessee  has  been  furnished  satisfactory  evidence  that  such  claim  has  been  resolved. 

16.  This  Lease  may  be  executed  in  any  number  of  counterparts,  no  one  of  which  needs  to  be  executed  by  all  Parties,  or  this  Lease  may  be  ratified  by  separate 
written  instrument  specifically  referring  hereto,  and  it  shall  be  binding  upon  all  Parties  who  executed  a  counterpart  or  ratification  instrument  with  the  same  force  and  effect 
with  each  separate  counterpart  or  ratification  instrument  deemed  to  be  one  and  same  original  Lease. 

IN  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  tine  signatory  and  the 
signatory's  heirs,  devisees,  executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor. 

IN  WITNESS  WHEREOF  this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR: 


Name: 


(Individually  and  in  all  Capacities  for  the  above  described  Land) 

Title:   


STATE  OF  TEXAS 


COUNTY  OF  ~Z?/2j£bs7-J- 

Before  me,  the  undersignedauthority,  on  this  day  personallyappeared  rffjk 
led  to  the  forf 

capacity  therein  stated,  , 

i  s^rday  of< 


  (c,  ISWCbftiil  and  known  to  me  to  be  the  person  whose  name 

is  subscribed  to  the  forgoing  instrument,  and  acknowledgedto  me  that  he/she  executed  th^safneTor  the  purpose  ^nd  consideration  therein  expressedand  in  the 


Given  under  my  hand  and  seal  of  office  this , 


My  commission  expires: 


TIFFANY  NICOLE  JOHNSON 
Notary  Public,  State  of  Texas 
My  Commission  Expires 
May  26,  2010 


STATE  OF  TEXAS 
COUNTY  OF  


Before  me,  theundersignedauthority.on  this  day  personallyappeared. 


Jcnown  to  me  to  be  the  person  whose  name  is 


subscribed  to  the  forgoing  instrument,  and  acknowledgedto  me  that  he/she  executed  the  same  and  for  the  purpose  and  considerationtherein  expressed  and  in  the 
capacity  therein  stated. 


Given  under  my  hand  and  seal  of  office  this . 


.  day  of. 


Notary  Public,  State  of  Texas 


My  commission  expires: 


Notary's  printed  name 


